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ABSTRACT
This study analyzes the amount of knowledge that the business students at
Southern University obtained concerning the stock market. The study reveals
that while many students feel that it is important to understand the stock market,
when considering their major, the majority feel that they are not as well versed
on the stock market as they should be. A random sampling was performed in
order to draw conclusions about the business students and to determine just
how many students are knowledgeable of the stock market.
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CHAPTER I
BACKGROUND STUDY
Introduction
This paper exam ines the amount of knowledge the business students
attending Southern University in Baton Rouge, LA, currently possess
concerning the stock market.

The benefits that college students across the

country are currently rece iving are tremendous. Many students have been able
to generate enough money to pay for college expenses, cars, and other luxuries
that would otherwise not be affordable, through investments(University Internet).
The business students at Southern University can not afford to miss out on the
opportunities which are available through participating in the stock market.
The topic of college students owning stock is not a interest subject. There
are more than forty student stock programs throughout the United States. The
programs are designed not only to increase the awareness of the stock market
but also to allow students a chance to make some money. These student-run
investment fund operations can be found at both large and small Universities
throughout the country. In each case the students have different profolios. The
students decide when to buy the stock, sell the stock, or hold the stock. Texas
Christian University was the first school to implement the program in 1973.
Since 1973 the organization has made over 1.8 million in profits. The largest
organization of members can be found at Ohio State University (University
Internet). The business students attending Southern University however, are
not afforded this opportunity.

This paper recognizes this fact and draws

attention to the importance of understanding the stock market by the students.
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The paper also recogn izes the varying differences amongst the students as far
as ability to purchase stock and their individually accomplished educational
level, while also giving a brief overview of the stock market.
Purpose of Study
Due to the fact that course requirements for the College of Business at
Southern University do not require or offer elective classes which focus on the
stock market, the knowledge level obtained by the students is expected to be at
a low level.

However, the importance of the stock market to the individual

student should not be overlooked.
knowledge which they possess,

By drawing attention to the lack of

changes in course requirements as well as

independent research may result. Southern University currently does not offer
any student-funded stock clubs or organizations. From the demand of students
wanting and showing interest in the stock market, these clubs should be made
available to the Southern University students.

CHAPTER II
LITERATURE REVIEW
Stock
Stock is defined as the proprietorship element in a corporation divided into
shares giving to the owners an interest in its assets and earnings and usually
voting power (Websters, 1992).

Stock is considered to be the catalyst of

American economic movement, insofar as they are the principal means of
raising capital for ventures new and old. Stock is sold to customers in order to
generate capital.
Stock Exchanges
The three different markets on which the stocks are sold are the New York
Stock Exchange (NYSE), American Stock Exchange (AME), and the Over The
Counter Market (OTC). The largest and the oldest exchange is the New York
Stock Exchange. The NYSE is the principal securities market in the United
States. Of all the stock that is traded in the United States, seventy-two percent
is exchange on NYSE.

The NYSE trading is called an "auction market",

because of all of the dealings in a given stock occur at a specific location at the
exchange.

The second largest exchange is the American Stock Exchange

(ASE). The ASE accounts for about eighteen percent of the shares volume.
The ASE generally deals with lower-priced stocks of young, growing
companies.

ASE is also the first exchange to produce a automated stock

quotation system. The automated stock quotation allows stock holders or other
interested parties an opportunity to get up to the minute reports (Harper, 1986).
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The third and final type of exchange is Over The Counter (OTC) . The OTC
is a network of dealers deali ng with each other by telephone and transacting
orders for individual investors. Due to the fact that the dealers negotiate among
themselves in establishing a price , the OTC market is referred to as a
negotiated market (Harper 1986).

In 1971, the OTC market became

computerized, and is currently known as the "NASDAQ".
How To Read A Newspaper Stock Listing
The following is an example of the stock listings found in the Wall Street
Journal. The ability to be able to read and understand the stock listings allows
the stockholder a chance to check on his investments on a daily basis. In many
cases additional symbols would be used, however a key will usually
accompany the symbols for better understanding.
393/8

(1)

(1)

271/8
(2)

Exxon
(3)

3.20

(4)

8.2
(5)

7
(6)

8618

(7)

393/8

(8)

383/4
(9)

39

(10)

+1/8
(11)

is the 52-week high. this figure indicates the highest price at which
the stock traded (this takes into account prices on all exchanges

(2)

composite transactions).
is the 52-week low. this figure indicates the lowest price at which
the stock traded (this takes into account prices on all exchanges

(3)

composite transactions).
is the name of the company, the Exxon Corporation.

(4)

indicated the divided for the next 12 months, $3.20 per share.

(5)
(6)

is the yield in percent, 8.2%.
is the price/earning ratio, the current price is 7 times the last 12

(7)

month's earnings.
is the number of shares traded, in hundreds. On this day, 861,800
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shares of Exxon were traded.
(8)

is the highest price the stock traded on the day.

(9)

is the lowest price the stock traded on the day.

(10)

is the closing price on the day.

(11)

is the net change from the prior trading day's closing price.

How To Get Information
If you are thinking about investing your money, it is important to get reliable
information about your potential investments.

If you are unsure of how to

proceed, you may also want to seek advice from a qualified person whom you
trust. But always remember that the final decision is yours. After all It's your
money!
One of the most basic relationships in investing is that between risk and
reward.

Very often, investments that offer potentially high returns are

accompanied by relatively higher risk factors - it's up to you to decide how much
risk you can assume. Always keep in mind that your overall financial situation
includes both your current and future needs. In general, prospective investors
should avoid "risky" investments unless they have a steady income, adequate
insurance, and an emergency fund of readily accessible cash.

If you need

assistance in making the most suitable choices for your needs, you might wish
to consult books on investing, a registered investment adviser, a broker/dealer,
or in certain cases, an attorney, accountant, financial counselor, or bank.
Among the many sources of information on securities are (Warfield, 1979):
Corporations: Many public companies will send copies of their annual and
quarterly reports free of charge to prospective investors who write or call. The
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annual report to shareholders contains a description of the company's
business,

its financial statements, and other financial and non-financial

information updated and condensed.

For new issues of stock, the investor

should obtain and read a prospectus.
Sec: The Securities and Exchange Commission has public reference
rooms at its headquarters in Washington D.C. and at its New York and Chicago
regional offices. Copies of the text of documents filed in these reference rooms
may be obtained by visiting, calling, or writing the public Reference Room, or
through private contractors (who charge for reproduction) . Other sources for
information filed with the SEC include public or law libraries, securities firms,
financial service bureaus, computerized on-line services, and companies
themselves.
Many companies whose stock is traded over the counter or on a stock
exchange must file "full disclosure" reports on a regular basis with the Sec. The
annual report (Form 10-k) is the most comprehensive of these . It contains a
narrative description and statistical information on the company's business,
operations, properties, parents, and subsidiaries; its management, including
their salaries and their security ownership in the company. Form 10-k also
contains the audited financial statements of the company, including a balance
sheet, an income statement, and a statement of source and application of funds.
Publications: There are many business and financial publications which
provide news of current business conditions and profiles of individual
companies or industries. The business section of your daily newspaper
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contains economic information and reports market prices which will enable you
to follow movements in the value of different securities. The public library can
be a valuable resource to the investor especially if it has a business librarian
who can identify specific reference material.
State Securities Commissions: In many cases securities must be registered
with the securities commission of each state in which they are to be sold. Your
state securities adm1nistrator, usually located in the state capital , may keep such
documents on file and accessible to the public.
Other Sources: Additional sources of information include brokerage houses,
stock exchanges, and various financial advisory services.

Types of Brokers
Broker/dealers vary widely in terms of the services and products which they
offer their customers.

Some have large staffs of professional to research

various types of investments and provide advice to customers. Some specialize
in becoming experts with regard to companies located in a particular
geographic region or in a particular industry.

Some offer a wide variety of

investment services and products in addition to corporate stocks and bonds.
Investors should decide what services are important to them, and choose a firm
that meets their needs. In addition, there is a group of firms known an discount
brokers which usually provide fewer services and charge lower rates.
These brokers, generally speaking, offer discounted rates to every customer
on every transaction.

Investors should shop for brokerage services as they

would for any professional service, keeping in mind that both the amount of
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service they can expect and the amount of charges they will have to pay will
vary from firm to firm.

Opening An Account
Don't be shy about talking with registered representatives at several firms to
find the person who is best for you. Also, to gain factual information about the
firm itself, you may order a copy of the firm's registration statement (Form 8D)
from the SEC's public reference room. Once you have made a selection, the
process of opening an account with a broker is similar in many ways to opening
a bank account or a charge account with a department store. The brokerage
firm will make certain credit checks and learn many details of your financial
situation and investment objectives. If you open an account with a "full-service"
firm, you will be assigned a registered representative as your account executive
with responsibility for your account. Your account executive will probably ask
you some questions about your investment objectives, the amount of risk you
are willing to take, and your overall financial picture. Any firm which may offer
you investment advice is obligated to obtain this information in order to make
recommendations in keeping with your financial situation. However, a discount
broker may only need to establish that you meet its credit requirements for
ordering securities.

Types Of Accounts
Generally, there are two ways to finance securities purchases; through a
cash account or through a margin account. With a cash account, the investor
must pay the purchase price in cash no later than the settlement date (usually
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within five business days of the trade).
In a margin account purchase, the investor puts up part of the cost and the
broker lends the remaining amount.

An investor opening a margin account

signs a "margin agreement" similar to an agreement signed to obtain a bank
loan.

This document states the annual rate of interest , its method of

computation , and specific conditions under which interest rates can be charged .
Interest is usually computed daily on an annual percentage rate bas is.
The Federal Reserve Board sets rules specifying the minimum percentage of
the purchase price which a margin customer must pay in cash . Currently the
requirement is for a least 50 percent of the current market value of the security.
Some brokers require higher levels, and some securities may not be purchased
on margin (Sobel 1984). Buying on margin can provide investors with a means
to increase "leverage" and therefore maximize profits. However, a decline in
value of securities purchased on margin could cause severe losses to the
investor. It is not unusual for an entire margin account to be liquidated at a
substantial loss because investor must carefully and continually monitor the
value of securities purchased on margin.
The discretionary account is one in which the investor gives the broker
permission to buy and sell securities selected by the broker, at a price and a
time the broker believes to be best. The broker is not obligated to consult with
the customer but uses discretion, presumably based on knowledge of the
customer and the market conditions. Accordingly, a broker who will be given
discretion to trade for the customer's account should be selected with special
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Protection For Your Account
Investors may be concerned with the safety of securities and funds which are
held in brokerage accounts. For instance, what would happen if the brokerage
firm were to go out of business? To help protect the investors in this situation,
Congress passed the Securities Investor Protection Act of 1970. This law is
administered primarily by the Securities Investor Protection Corporation (SIPC),
a nonprofit membership corporation. Most securities broker/dealers registered
with the SEC are members of SIPC (Sobel, 1984).

If the liquidating firm lacks

funds or securities to settle all customers claims, SIPC will satisfy remaining
claims up to a maximum of $500,000 per customer, not more than $100,000 of
which may be for cash claims.

Protect Yourself
You should be as careful about buying securities as you would be about any
costly purchase. The vast majority of securities professionals are honest, but be
aware that misrepresentation and fraud do take place. Observe the following
basic safeguards when "shopping" for investments(Saint-Peter):
1)

Don't buy securities offered by telephone or through "cold call"
procedures - ask for information in writing.

2)

Beware of salespeople who try to pressure you into acting
immediately.

3)

Don't buy on tips or rumors. Not only is it safer to get the facts first,
it is illegal to buy or sell securities based on "inside information"
which is not generally available to investors.
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4)

Get advice if you don't understand something in a prospectus or a
piece of sales literature.

5)

Be skeptical of promises of quick profits.

6)

Check on the credentials of anyone you don't know who tries to
sell you securities.

7)

Remember that prior success is no guarantee of future success in
an investment arrangement.

8)

Be especially careful with tax-sheltered investments.

9)

Be sure you understand the risks of loss in trading securities.

10)

Don't speculate. Speculation can be a useful investment tool for
those who can understand and manage the risks involved. For the
average investor, speculating is more akin to gambling than
investing.

Once you have reviewed your personal financial circumstances and goals
have decided what, securities investment is appropriate for you, you will be
ready to take steps to select a brokerage firm and open an account.
Stockbroker firms- more accurately, securities broker/dealers, come in many
shapes and sizes. However, all such firms must be registered with the SEC and
must abide by the securities laws, the rules of the self-regulatory organization to
which they belong, and SEC rules.

All must adhere to certain standards of

timeliness, efficiency, and accuracy of recordkeeping. For example, customers
have the right to expect that reasonable means to secure the best price. They
should expect to receive written confirmation of trades executed, with
information including the date of the transaction, the identity of the security
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bought or sold, and the number of shares, units, or principal amount of the
security. And customers should expect to receive from the broker disclosure as
the cost of the actual transaction , including commissions charged.

Investment And Securities
Once your investment has been made, it is very important that you take all
the steps necessary to protect it. This will include safeguarding certificates,
keeping necessary records , and monitoring your broker to make sure your
account is being handled appropriately. Today, many debt securities are in
electronic book-entry form . Ownership is transferred via computer rather than
via actual transfer of paper certificates, reducing the possibility of loss, theft, or
mutilation of the certificates. In the future, more and more securities certificates
will be in the electronic form. Investors who purchase corporate stock through a
brokerage firm usually have several choices as to how their stock will be
handled. If they wish, they may receive a certificate, made out in their name,
representing the number of shares purchased. When the stock is resold, the
certificate must be endorsed and delivered to the selling broker. Alternatively,
investors may have certificates held in their names at the brokerage firm, or it
may be held by the broker in what is known as a street name.

There are

advantages and disadvantages to allowing your broker to hold your stock in a
street name. On one hand, the broker takes responsibility for safeguarding the
certificate, it is covered by SIPC insurance, and the transfer process is facilitated
should the stock be sold. On the other hand, if an account is not actively traded,
the broker may impose a custodial fee (Little, 1978).

CHAPTER Ill
HOW WELL DO THE SOUTHERN UNIVERSITY BUSINESS
STUDENTS UNDERSTAND THE STOCKMARKET?
Introduction
The students running the investment fund operations are familiar with the
information given in Chapter II.

In order to find out whether students at

Southern University Business College are familiar with the stock market, a
survey of two hundred students was conducted . The following question were
asked. (See Appendix)
1. What is your classification?
2. What is your major?
3. Are you currently employed?
4. Do you feel that you are familiar with the stock market?
5. Do you feel it is important to understand the stock market?
6. Do you personally own any stock?
7. How many finance courses have you taken at Southern University?
In order to have a broader view of the knowledge of the students the
questionnaire was given to fifty students from each classification, i.e. freshmen,
sophomores, juniors, and seniors.
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Data and Methodology
The responses to the questions were individually entered on an IBM
computer with the aid and direction of Dr. Donald Andrews of the Economics
Department at Southern University. The numbers assigned were as following:
If the answer was No the number assigned was zero, if the answer was a yes,
the number assigned was one. Numbers one through four were assigned for
classification freshmen through seniors.

Numbers one through five were

assigned for majors i.e. management, accounting, finance, economics,
marketing respectively.

Numbers one through three were assigned for the

number of finance classes taken (No one had taken four finance classes).
A SPSS program was run to get the mean, standard-deviation, minimum,
maximum, frequency distributions,

cross-tabulations, and correlation

coefficients.

Results
The following frequency distribution was found.
Question 1: What is your classification a Southern University? (Classif)
To get unbiased results, fifty students of each classification were
surveyed. Therefore there are twenty-five percent student from
each classification .
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Question 2:

What is your major? (Major)
Of the two-hundred people surveyed, the following percentages
represent each business major which participated.
Accounting

51%

Management

21.5%

Marketing

17%

Finance

6%

Economics

4.5

Question 3: Are you currently employed? (Employ)
The word employment for the sake of the survey is defined as any
source of income, whether it comes from student work or outside
employment. The results were as follows:

Question 4:

Employed

54%

Unemployed

46%

Do you feel that you are familiar with the stock market?(Familiar)
The questioned is designed to see whether or not the students
understand the stock market as well as they should when
considering their majors. The results are as follows:
Yes

14%

No

86%

Question 5: Do you feel that it is important to understand the stock market?
(Import)

This questioned is designed to determine if the students

think it is important to understand the stock market when
considering their majors? The results are as follows :

Question 6:

Yes

70.5%

No

29.5%

Do you personally own stock?(Ownstock)
The question is designed to determine how many students own
stock. Ownership of stock does not solely mean direct purchase of
stock but also stock acquired as a gift or present. The result are as
follows:
Yes

6%

No

94%

Question 7: How many finance classes have you taken at Southern
University?(Classfin) This question is implemented to determined
if the number of finance classes attended had a impact on the
overall results.

Through the enrollment of a finance class the

student is automatically exposed to the stock market.
O Classes

57%

1 Class

26.5%

2 Classes

15%

3 Classes

1%
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As a general methodological procedure , the mean, standard deviation,
minimum, maximum, as well as the sample size is found as shown in Table 1.
The numbers which are generated for the mean, and standard deviation are
percentages.

Under the "Minimum" head ing , the number zero represents a

negative answer to the question , except for the number of finance classes
taken , a zero means no finance classes have been taken.

The number one

under the "Minimum" column for major is simpl y the major of management ,
while under classification a one means a freshman at Southern University.
Under the "Maximum" heading the number one represents an affirmative
answer to the question , while the number three is the greatest number of
finance classes taken be the student. The number five in the maximum column
represents the major of marketing while the four in classification represents a
senior at Southern University.
Table 1

Frequency Distribution
I

STD DEV

MINIMUM

MAXIMUM SAMPLE SIZB

VARIABLE

MEAN

OWNSTOCK

0.06

0 . 24

0.00

1 . 00

200

FAMLIAR

0 . 14

0.35

0.00

1.00

200

El,ROYEED

0 . 54

0.50

0.00

1 . 00

200

CLASSFIN

0 . 60

0.78

0.00

3.00

200

IMPORTANT

0.70

0.46

0.00

1.00

200

MAJOR

2.44

1 .3 4

1 .00

5.00

200

CLASSIF

2 . 50

1 . 12

1.00

4 . 00

200

CL ASSFIN: The number of f inance classes taken .
CLASSFI : The classification of the studnet .

-~---
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Pearson Correlation is then im plemented . Table 2 presents the correlation
among the variables in Table 1. This table shows the (p=) value indicating
whethe r the particular correlat ion is statistically signifi cant.

Significant

co rrel ations are determined at the .05 level.

Table 2

Frequency Distribution Using Pearson Correlation
CLASSFIN

CLASSIF

EMPLOY

FAMILI AR

IMPORT

MAJOR

CLASS FIN

1
( 200 )
P-

0. 7907
( 200 )
P= .000

0. 169
( 200 )
P= .017

0.2809
( 200 )
P= .000

0.0525
( 200 )
P= .462

-0.0655
( 200 )
P= .3 58

CLASSIF

0 .7907
( 200 )
P= .000

1
( 200 )
P-

0.2064
( 200 )
P= .003

0.2449
( 200 )
P= .000

0 . 0049
( 200 )
P= .945

-0.0318
( 200 )
P= .655

EMPLOY

0.169
( 200 )
P= .017

0.2064
( 200 )
P= .003

1
( 200 )
P=.

0.17
( 200 )
P= .016

0 . 0629
( 200 )
P= .376

0.0671
( 200 )
P= .345

FAMILIAR

0 . 2809
( 200 )
P= .000

0 . 2449
( 200 )
P= .000

0.17
( 200 )
P= .016

1
( 200 )
P-

0 . 1662
( 200 )
P= .019

0.0813
( 200 )
P= .2 53

IMPORT

.0525
( 200 )
P= .462

0. 0049
( 200 )
P= .945

0.0629
( 200 )
P= .376

0.1662
( 200 )
P= .019

1
( 200 )
P-

0.0267
( 200 )
P= .707

MAJOR

-0 . 0655
( 200 )
P= .358

- 0.0318
( 200 )
P= .655

0.0671
( 200 )
P= .34 5

0.08 1 3
( 200 )
P= .253

0.0267
( 200 )
P= .707

1
( 200 )
P=.

OWNSTOCK

0.104
( 200 )
P= .144

0.0565
( 200 )
P= .427

0 . 10 65
( 200 )
P= . 134

0.5048
( 200 )
P= .000

0.1173
( 200 )
P= .098

0.0419
( 200 )
P= .556

Significant correlations at the .05 level are found between the classification
of the students and the number of finance classes wh ich they have been
enrolled in. Th is is to be expected due to the fact that finan ce classes are
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generally upper level classes. Another significant correlation at the .05 level
which is found concerning the number of finance classes that a student has
been enrolled in is the number of students that are employed. The greater the
number of finance classes taken, the higher the classification, and the greater
the chance that the student is also employed.

Lastly, the greater number of

finance classes taken, the greater the chance of understanding the stock market
by the student.

CHAPTER IV
CONCLUSION
In review of my findings I have come to the conclusion that the business
students at Southern University do not understand the stock market However
they are aware of the importance of the stock market. There is money to be
made on the stock market by making simple investments. However, the majority
of the students are not aware of this fact. The stock market has an effect on
every aspect of business in today's society and to not understand the stock
market is to not truly understand business. To change the attitudes, as well as
the awareness of the student pertaining to the stock market, Southern University
should offer a class which solely focuses on the stock market. This class should
be required by all business students in order to meet their graduation
requirements.

People now a days are paying for college as well as other

necessities through the returns on their investments.

If the Business

Department at Southern University is able to stress the opportunities which are
available through investments, the students will be able to live a life in which
financial resource can be abundant.
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Stock Market Questionnaire

1. What is your classification at Southern University?
1
2
3
4

Freshmen
Sophomore
Junior
Senior

2. What is your major?
1
2
3
4
5

Management
Accounting
Finance
Economics
Marketing

3. Are you currently employed?
0
1

No
Yes

4. Do you feel that you are familiar with the stock market?
0
1

No
Yes

5. Do you feel it is important to understand the stock market?
0

1

No
Yes

6. Do you personally own any stock?
0
1

7.

No
Yes

How many finance classes have you taken at Southern University?
O

1
2
3

Zero classes
One class
Two classes
Three classes
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Graph 1
What is your classificat i on at Southern Un i versity?
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What is your major?
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Graph 3
Are you currenty employed?
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Do you fee( that you are familiar with the stock market?
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Graph 5
Do you feel that it is important to understand the stock market?
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Graph 6
Do you personally own any stock?
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Graph 7
How many finance classes have you taken at Southern University?
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